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Economics & Business Competitive Environment
Economics is the social science that studies the choices of people, companies and governments make when dividing their scarce resources. 
Macro economics- deals with the performance, structure, behaviour, decision-making of economies (i.e., national regional, and global economies as a whole rather than individuals) 
Government national 
Interest rates, Employment rates, interprovincial trade policies 
Types of economies in Countries-
Private enterprise system (capitalism or market economy)
businesses meet needs and demands of consumers and are rewarded through profit 
Government favours a hands off approach
Marketplace competition regulates economic life. 
Planned economies: socialism, communism- an economic system where business ownership, profits and resource allocation are shaped by central government plans- the government tries to benefit the whole society 
Socialism- gov owns and operates major industries, some profits and private ownership of industry is allowed, workers get to choose operations and join unions, 
Communism- Gov owns all means of productions, complete rejection of market capitalism, workers are limited , animal incentives, Workers can slack their occupations, adopted in early 20th century by many nations, but gov managed monopolies often suffered from inefficiencies
Mixed Market economies- an economic system that draw from both private enterprise economies and planned economies to different degrees. 
The mixture of public and private enterprise can vary widely from country to country 
Privatization-the conversion of government owned and operated omanis to privately help businesses 
How to evaluate performance in the economy:
Value to society- Economic system should provide a stable business environment an sustained growth of benefits for its citizens, health, happiness,
Gross domestic product(GDP)- the sum of all goods and services produced within a country during a specific time period, such as year. 
Productivity- the relationship between the number of units produced and the number of human and other production inputs needed to produce them. 
Business or Economic Cycle-  
Prosperity- unemployment is low, business confidence is really high, things are booming GDP is rising,
Recession- GDP starts to contract for 6 months in a row, consumers become careful, unemployment is higher, business confidence is lower during this period 
Recovery- where you start to get unemployment declining 
Depression- extended recession
Price- Level Changes
Inflation- Rising prices caused by a combination of excessive consumer demand and higher costs of raw materials, they are a result of a number of things- consumer demand, constrain and supply, 
Core inflation rate- the inflation are after energy prices and food prices are removed.  A more normalized inflation
Deflation- The opposite of inflation, occurs when prices continue to fall, can cause a weakened economy. 
Measuring Price-Level Changes
Changing prices are tracked by he Consumer Price index (CPI) to see the inflation 
a measurement of the monthly average change in prices of goods and services of what the average family buys 
Commonly purchased goods  are put into a basket, 
Employment levels 
Unemployment rate- the percentage of people ho are in the workforce or want to work and cannot get a job- four types
Frictional unemployment- where people get laid off and are looking for a new job, takes time to get a new job, causing friction- doesn't go smoothly; you may be able to address by helping people get new jobs or to relocate
Seasonal unemployment- people have a job in the winter but not the summer ( I.e snow plowers, School bus drivers) You may want to look at some industries giving help in a specific area, i.e farmers as snow plowers to ensure they are employed all seasons of the year. 
Structural unemployment- Where there is a certain segment of the population that doesn't want to work, or cannot work, could involve health issues, or people without skills, harder to correct, trying to re-train people. Some is impossible to fix. 
Cyclical unemployment- Business cycle, recession or depression will cause unemployment, Where we are in one of the two down periods, where the gov is trying to help the economy recover. 
Managing the economy-Gov has two options
Monetary Policy- Central Bank- Bank of Canada- governs how much money is in the economy, they print and manage the amount of money, can change interest rates. Interest rats go up people start borrowing less. Banks borrow money not people.
helps the economy grow
Expansion monetary policy a plan to increase he money supply to try to decrease the costs of borrowing- lower interest rates
Fiscal Policy-Politicians (Minister of Finance)- Government Purchasing, Taxes (revenue for the government). Federal budget is the annual budget that shows how much they are going to tax and how much they are going to spend. Budget deficit- what the projected deficit is for this year. (borrow money to cover the deficit, the national debt is increased) okay to have as long as you can pay it. Looked at as a percentage of GDP)
Budget surplus is at the opposite- the government has more money than it spends, 
Nations trading; 
Exports- domestically produced goods and services sold in other countries 
Imports- Foreign goods and services purchased by domestic customers- Boosts economic growth, Expands markets, more efficient production systems, less reliance on the economies of home nations 
Why nations trade- trade allows customers and firms in both regions to get a better value. 
Broad level: Factors of productions- decisions to operate abroad depend upon availability of price and quality of labour, natural resources, capital and entrepreneurship. 
Measuring trade between nations- 
Balance of trade- the difference between a nations import and exports 
The difference between the balance of trade and balance of payments ***because payments include investments 
Balance of payments- the money flow from in or out of a country, includes investments coming in and out.
Balance of payments surplus- more money into a country than out of it.
Balance of payments deficit- more money out of a country than into it.
Exchange Rates 
Currency rates are influenced by 
Domestic economic and political conditions 
Central Bank intervention- dictates what the prime interest rate is, by pushing more or less money out there
Balance of payments position 
Speculation over future currency values, investors try to predict
Values fluctuate, or float, depending on supply and demand 
National governments can deliberately influence change rates 
Business transactions are usually conducted int he currency of the region where they happen 
Interest rates can quickly create or wipe out competitive advantages. 
Absolute and Comparative Advantage 
A country has an absolute advantage in making a product when it is better at making that product. (i.e. uses fewer factors of production compared to the other trading partner) Nobody else can produce it. 
A nation can develop a comparative advantage when it can supply its products at a lower price than compared with the same output from other countries (this takes into account the constraints and costs of factors of production) Looking at all of the constraints, comparing outputs. 
ex: india’s combination of a highly educated workforce and low age scale in software development.
Constraints- cant use all their labour for those specific industries, they can only devote so much. 
Barrier to Trade
Language: potential problems include mistranslation, inappropriate messaging, lack of understanding of local customers and differences in taste
Values and Religious attitudes: some products will not be sellable in different countries due to different beliefs, about business efficiency, and employment levels 
Infrastructure: The basic systems of a countries communication, transportation and energy facilities
Currency Conversion an shifts: Fluctuating values can make pricing in local currencies difficult and addict decisions about market desirability and investment opportunity. 
Political climate: stability is a key consideration
Legal environment: Canadian Law, international regulations, countries law in which trade in planned, Climate of corruption 
International Regulations: treaties between Canada and other nations, Tariffs: taxes imposed on important goods, Enforcement issues. 
Types of Trade Restrictions: 
Tariffs: Taxes, surcharges, or duties on foreign products. Revenue tariffs generate income for the government, Protective tariffs raise prices of imported goods to level the playing field for domestic competitors
Non-Tariff Barriers: also called administrative trade barriers 
Quota:
Dumping:
Embargo:
Exchange control:
Reducing barriers to trade the world in moving toward free trade 
There are many communities and groups that monitor and promote trade
International economic communities reduce trade barriers and prime regional economic cooperation
Free trade area:Members trade freely among themselves without tariffs or trade restrictions 
Customers union:Establishes a uniform tariff structure for member’ trade with nonmembers 
common market (economic union) :Members bring all trade rules into agreement
Micro Economics: studies the behaviour of individual households and firms 
Demand Curve-
They meet an an equilibrium price 
Supply curve-
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